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AICPA Washington Report
December 9, 1974 
Volume III, Issue 8
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CIVIL AERONAUTICS BOARD
The third quarter "Airline Industry Economic Report" (Vol VII-3) 
of 11/25/74 has been issued. The document is prepared by 
the Bureau of Accounts and Statistics and copies may be 
obtained by contacting the Board at 202/382-7955.
An extension of the comment period affecting the uniform system 
of accounts in the case of one-stop-inclusive tour charters 
to 12/30/74 and 1/6/75 for responsive comments, is noted 
in the 12/3/74 Fed. Reg., p. 41751. In addition, the com­
ment period on the proposal regarding the termination of 
the "prior affinity" charter rules, including technical 
amendments to the uniform system of accounts were extended 
to the dates mentioned above.
COMMERCE, DEPARTMENT OF
"Franchising in the Economy 1972-74" is the title of a recent 
publication which summarizes the results of a special sur­
vey of franchisors between 1972 and 1974. The survey 
provides data on franchising operations in all key business 
sectors and includes a forecast for franchising operations 
in the future. Copies of the report are available through 
the Government Printing Office (S/N 0325-00010) at $1.25 
per copy.
Proposed regulations implementing the study of foreign direct 
investment called for by the "Foreign Investment Study 
Act of 1974" (P.L. 93-470) have been issued (see 11/27/74 
Fed. Reg., p. 41382). Section 804.19 requires persons 
subject to the provisions of these regulations to maintain 
as the Secretary directs "a full record of any information 
(including worksheets, journals or other books of original 
entry, minute books, stock transfer records, lists of share­
holders or financial statements) germane to (the Secretary’s) 
functions in carrying out the foreign direct investment 
study in the United States." Proposed Section 804.21(a) 
sets forth the "accounting records" to be used by corporations 
as well as unincorporated persons. Comments on these pro­
posed. regulations are required prior to 12/16/74.
FEDERAL COMMUNICATIONS COMMISSION
Finalized amendments to the accounting rules for common carriers 
have been issued. Announced 11/29/74 in Report No. 10081 
(Docket 20110), the amendments will increase the cost of 
individual items of equipment that should be charged to 
an appropriate operating expense or clearing account rather 
than to a plant account. This action amends the uniform 
systems of accounts for Class A, B, and C telephone companies, 
radiotelegraph carriers, wire-telegraph, and ocean-cable 
carriers and becomes effective 7/1/75, although carriers may,
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at their option, adopt these changes at an earlier date 
with retroactivity to 1/1/75. The Institute’s Federal 
Government Division was listed among those who filed 
comments on the proposal. For additional information, 
contact the Public Affairs Office at 202/632-7260.
FEDERAL ENERGY ADMINISTRATION
Finalized mandatory petroleum price and allocation regulations
for the allocation of old oil among refiners were pub­
lished in the 12/4/74 Fed. Reg., p. 42246. Originally 
issued in proposed form on 8/30/74 and again 11/11/74, 
the regulations specify that crude oil receipts are to be 
accounted for using "accounting procedures generally 
accepted and consistently and historically applied."
The Refinery Audit Review Program staff is to be expanded 
effective 12/31/74. In a release dated 11/27/74, FEA 
announced that they would expand their staff of auditors 
from a present number of 87 to 188 and assign a force of 
212 auditors to review prices charged by crude oil producers. 
Laregly due to a recent GAO report which was critical of 
the audit review program caused by a lack of personnel, 
the announcement notes that the staff increases will now 
allow auditors to examine each refiner’s books more 
thoroughly and give them a chance to catch violations 
missed during the previous cycles. For additional informa­
tion, contact the Public Affairs Office, 202/964-4781.
FEDERAL HOME LOAN BANK BOARD
Comprehensive conflicts of interest regulations for insured
savings and loan associations have been proposed (see 12/5/74 
Fed. Reg., p. 42382). Preventive in nature and intended 
to create a uniform and strengthened system of conflicts 
of interest regulations applicable to all insured insti­
tutions, the Board announced that they should assist 
institutions in providing economical home financing and 
should not present any problems. A 45-day comment period 
(to 1/20/75) has been allowed.
FEDERAL RESERVE BOARD
Legislation has been proposed by the Board to establish a national 
policy on foreign banks operating in the U.S. and a system 
of federal regulation and supervision of those operations. 
Designed to standardize the status of foreign banks on the 
basis of non-discriminatory national treatment, the legis­
lation (S. 4205 and HR 17544) would authorize the Comptroller 
to issue licenses for all foreign banking facilities in the 
U.S. upon approval of the Treasury. The proposal would also 
require nearly all foreign bank operations to become mem­
bers of the Federal Reserve System and require them to carry 
FDIC insurance of deposits.
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FEDERAL TRADE COMMISSION
"Statistical Report on Mergers and Acquisitions” is a report pre­
pared by the Bureau of Economics providing data on various 
types and trends in merger activity. Copies of the October 
1974 report (No. 6-15-22) are available by contacting the 
Bureau’s Economic Research and Services Section 202/254-7511.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Finalized regulations for the disbursement of payments under the 
Basic Educational Opportunity Grant Program have been 
issued (see 12/2/74 Fed. Reg., p. 41748). Sections 190.79 
and .80 contain the fiscal control and fund accounting pro­
cedures and recordkeeping requirements for this program.
All funds received and disbursed by recipients shall be 
handled through one identifiable account in accordance 
with GAAP.
A committee report (S93-1283) on the Indian Health Care Improvement 
Act is highly critical of HEW oversight of certain recipients 
of Federal funds. The report contains the following language:
To strengthen the likelihood of improved management and admin­
istration of urban Indian health programs, title V requires the con­
tractor to maintain adequate records, and subjects such records to audit 
by the Secretary and the Comptroller General of the United States.
The Committee considers this provision essential if contracting urban 
Indian organizations are to be held accountable for their actions.
The legislation (S. 2938) was approved by the full Senate 
last week.
Welfare legislation in the form of amendments to the Social Se­
curity Act will be taken up by the full House today. The 
committee report which accompanied the bill (HR 17045) 
notes the essential need for adequate accounting procedures. 
Section 2003 of the legislation contains the audit require­
ments, and provides specifically that audits must be 
performed "by a private certified public accountant or 
auditing firm utilizing CPAs, a publicly elected auditor 
utilizing CPAs, or an office representing the legislature 
of the State utilizing CPAs." A similar bill (S. 4082) 
sponsored by Sen. Mondale (D-Minn.) is pending before the 
Labor and Public Welfare Committee.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Proposed amendments to the Department’s regulations implementing 
the co-insurance program authorized by the Housing and Com­
munity Development Act of 1974 contains a requirement for 
an approved mortgagee to submit "detailed audit reports 
of its books made by an independent accountant satisfactory 
to the Commissioner, reflecting a condition satisfactory 
to him." The proposed regs appear in the 11/27/74 Fed. Reg., 
p. 41484. Comments on this proposal will be accepted until 
12/23/74.
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In addition, that same issue of the Fed. Reg, contains 
proposed regulations concerning the distribution and 
application process for discretionary grants under the com­
munity development block grant program provided for in 
the 1974 Housing Act. The regulations would require appli­
cants to comply with the requirements of GSA’s IMC Circular 
74-7 concerning grants administration.
INTERSTATE COMMERCE COMMISSION
A  proposal to amend the uniform system of accounts for railroad 
companies has been issued (see 12/3/74 Fed. Reg., p. 41867). 
The proposal relates to the elimination of the separate 
Mail and Express revenue accounts and the incorporation 
of the revenues new reported in those accounts into the 
Freight revenue account. The Commission noted that the 
purpose of the proposal is to eliminate the separate 
account disclosure since the amount of mail and express 
traffic and revenues no longer warrants their separate 
disclosure. Time for comment ends 1/10/75.
LABOR, DEPARTMENT OF
Changes in the annual reporting requirements of labor organizations, 
including annual financial reporting, has been proposed (see 
12/3/74 Fed. Reg., p. 41934). A new reporting form (Form IM-1) 
would be used and updated periodically to reflect reportable 
changes. Copies of the proposed forms appear in Part II of 
the 12/3/74 Fed. Reg. In addition, copies of the proposed 
forms and instructions may be obtained from the Office of 
Labor-Management and Welfare-Pension Reports, Rocm 1446,
Silver Spring Plaza, 8757 Georgia Ave., Silver Spring, MD 
20216. Comments will be considered prior to 1/10/75.
Proposed regulations postponing the effective date of reporting 
requirements and extending the new pension law reporting re­
quirements to affected plans appear in the 12/4/74 Fed. Reg., 
p. 42234. Comments on the proposed amendments are required 
prior to 1/6/75. For further information, call 202/961-5074.
SECURITIES AND EXCHANGE COMMISSION
The omnibus securities bill was given a second chance but failed 
again to gain clearance from the House Rules Committee. In 
a tie vote on 12/3/74, the Rules Committee sent HR 5050 back 
to Committee without a floor rule effectively ending any 
chance for securities reform legislation in this Congress. 
Although Hill observers feel that Rep. Moss (D-Ca.), the 
prime mover for this legislation, may still attempt to 
have the House suspend its rules and permit consideration 
of the measure or, as an alternative, attach the bill as a 
rider to another House bill already on the calendar, these 
maneuvers are given little chance of succeeding.
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TREASURY, DEPARTMENT OF
Amid growing opposition and reaction to the current difficulties 
of Ways and Means Committee Chairman Mills (D-Ark.), the 
House is expected to take up the tax reform bill this week. 
Rep. Ullman (D-Ore.), acting Committee Chairman, announced 
that he would appear before the Rules Committee, to seek 
a modified closed rule barring most amendments and attempt 
to get the bill (HR 17488) on the floor despite the fact 
that the Rules Committee has decided it will act on no more 
legislation this year that is not marked "emergency" by 
the House Democratic leadership. So far, the tax reform 
bill has not been designated an "emergency" measure.
A copy of the Committee report (H93-1502) is available from 
Ways and Means, 202/225-3625.
The IRS Chief Counsel's Office has announced the establishment 
of its Advisory Committee on Rules of Professional Conduct 
(see 11/29/74 Fed. Reg., p. 41555). The Committee is to 
render advice on the scope and interrelation of the rules 
of professional conduct governing individuals representing 
taxpayers before the IRS or the Courts. It will consist 
of at least one former government attorney, one recognized 
scholar on the rules of professional conduct, and several 
practitioners from diverse geographical areas that are as­
sociated with various sizes of firms.
SPECIAL: AICPA 2ND NATIONAL CONFERENCE ON SEC DEVELOPMENT SET
The Second National Conference on Current SEC Developments will
be held on January 6 and 7, 1975 in Washington, D.C. at 
the Statler-Hilton Hotel.
The Conference is sponsored by the Federal Government 
Division’s Subcommittee on SEC Regulations. In addition 
to members of the Subcommittee, and members of the SEC staff, 
speakers during the 2-day Conference will include Congress­
man John E. Mass, Chairman of the House Subcommittee on 
Commerce and Finance; Ray Garrett, Jr., Chairman of the 
SEC; John C. Burton, Chief Accountant of the SEC; and, 
Marshall S. Armstrong, Chairman of the Financial Accounting 
Standards Board.
For information on the Conference or to register, write 
to the AICPA Meetings Department, 1211 Avenue of the Americas, 
New York 10036.
For further information please contact: 
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SUBCOMMITTEE ON FEDERALLY ASSISTED PROGRAMS
A  task force has completed a review of the Office of Coastal Zone 
Management (OCZM) accounting system survey and submitted comments 
to the Department of Commerce. As a result, the audit guide was 
scheduled to be published.
A  task force has been organized to assist the DHEW Audit Agency 
in the development of audit guides for Health Maintenance 
Organizations (HMDs) pursuant to P.L. 93-222, "The Health 
Maintenance Organization Act of 1973." Guides will be prepared 
for audits of HMOs in the various organizational phases as defined 
by the law, i.e., feasibility, planning, initial development or 
operational phase. The next meeting of the group has been scheduled 
for December 17 and 18, 1974.
A task force has been organized to assist the DHEW Audit Agency 
develop audit guidelines for grants pursuant to the "Elementary 
and Secondary Education Act (Title I)." The group expects to meet 
with HEW officials in early December.
A task force is currently reviewing two HUD audit guides: "Annual 
Audit of Loan Management Activities of the Public Facility Loans 
Program" and "Audit Guide for Mortgagors Having HUD Insured or 
Secretary Held Multifamily Mortgages." Comments are currently 
being drafted to assist HUD in revising the exposure guides.
A second HUD task force is being formed to review a third HUD audit 
guide, "Audits of Non-Supervised Mortgagees."
A task force is currently reviewing the Dept. of Labor's audit guide 
for audits of recipients under the Comprehensive Employment and 
Training Act (CETA). A meeting of the group to review the guide 
is scheduled for mid-December.
About 250 people attended the "National Conference on Federally- 
Assisted Programs" which was held October 29/30, 1974 in Washington, 
D.C. Evaluations indicate that the program was a success.
FEDERAL TAXATION
Tax Division Meeting. Preparations have been finalized for the 
Tax Division's Fall meeting to be held December 8-12. Guests who 
have agreed to address the meeting include: Donald C. Alexander, 
Commissioner of Internal Revenue; Richard Appert, Chairman, Section 
of Taxation, American Bar Association; Frederic W. Hickman, Assistant 
Secretary of the Treasury for Tax Policy; Lee Hill, President, Tax 
Executives Institute; Bernard Shapiro, Staff Attorney, Joint Committee
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on Internal Revenue Taxation; and Meade Whitaker, Chief Counsel, 
Internal Revenue Service.
Comments on Proposed Regulations. Comments on proposed regulations 
under Section 383 regarding limitations on carryovers of unused credits 
and capital losses were submitted to the Internal Revenue Service.
Statement on Capital Gains Taxation. "Tax Policy Statement No. 1: 
Taxation of Capital Gains" has been issued. While generally supporting 
the special capital gain incentives contained in the present law, the 
statement recommends several changes which the Tax Division feels are 
desirable in light of current economic conditions. The statement will 
be sent to appropriate officials of the Treasury, Internal Revenue 
Service, and Members of Congress. Information on receiving copies 
may be obtained by contacting our Order Department in New York 
(212/575-6200).
Tax Study Published. "Tax Practice Management" by William Raby has 
been published as a tax study. It contains over 800 pages and includes 
model forms, checklists, questionnaires, worksheets, memos, sample 
letters, etc. Sales information may be obtained by contacting our 
Order Department in New York (212/575-6200).
SUBCOMMITTEE ON GENERAL ACCOUNTING OFFICE
The GAO subcommittee established its meeting schedule for the 1974/75 
committee year. Meetings have been scheduled for December 11, 1974; 
March 18, 1975; June 10, 1975; and September 23, 1975. Among the 
projects on the committee’s agenda include a review of 12 "full scope" 
audit reports which are in the process of preparation as part of GAO's 
program to demonstrate implementation of the "yellow book" standards. 
Another major agenda item will include the identification of problems 
which may be encountered in performance auditing.
A task force has completed its review and commented to the GAO on 
the "Suggested State Auditing Acts and Constitutional Amendments" 
which was publicly released on October 7, 1974.
SUBCOMMITTEE ON REGULATORY AGENCIES
At a recent meeting of the subcommittee, the following goals were 
suggested for the component task forces:
• Establish a continuing relationship at highest levels.
• Initiate discussions of emerging problems in meeting or 
in writing to agencies.
• Respond to proffered rulemakings.
• Appear in public hearings representing the issues.
There was discussion of a recent petition to the FASB to issue an 
interpretation to the Addendum to APB Opinion No. 2 to prohibit 
deferral of costs under fuel adjustment clauses or to define the 
conditions under which they might be recognized.
